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1. CRISIS OVER PENDING RESIGNATION OF ECONOMY MINISTER VEGH VIL- 
LEGAS APPEARS TO BE AT LEAST TEMPORARILY RESOLVED WITH VEGH RE- 
MAINING IN HIS POST. THE MINISTER RETURNED FROM BA AUGUST 12 AND 
ALMOST IMMEDIATELY MET WITH PRESIDENT BORDABERRY. THE PRESIDENT 
REPORTEDLY ASKED HIM TO WITHDRAW RESIGNATION, AND WE ARE RELIABLY 
TOLD VEGH CONSULTED WITH SEVERAL FRIENDS THAT EVENING. YESTER- 
DAY, AUGUST 13, VEGH RETURNED TO HIS MINISTRY AND PUT IN A FULL 

DAY, INCLUDING ATTENDING CONSEJO DE ESTADO MEETING. MEANWHILE, 

IT WAS ANNOUNCED THAT DELEGATION HEADED BY CENTRAL BANK PRESI- 
DENT GIL DIAZ WOULD FLY TO EUROPE THIS WEEK 

END FOR SIGNATURE OF GOLD LOAN AND THAT VEGH WOULD ATTEND IMF 
MEETING IN WASHINGTON. 

2. WHILE RESIGNATION CRISIS THUS ABATED, ACTUAL RESULTS ARE 
UNCLEAR AT THIS TIME. IT APPEARS THAT GOU DID NOT FULLY MEET 
CONDITIONS (SEE 

REFTEL) WERE TOLD HAD BEEN SET BY VEGH. WHILE ONE SOURCE DENIES 
THERE HAD BEEN SUCH CONDITIONS, SEVERAL OTHER SOURCES INDEPENDENTLY 
CONFIRMED THESE. ALTHOUGH THERE IS NOTHING DEFINITE TO REPORT. WE ARE 
TOLD THAT VEGH’S RETURN WILL BE FOLLOWED, AFTER A FACE-SAVING IN- 
CONFIDENTIAL 

CONFIDENTIAL 

PAGE 02 MONTEV 02812 142040Z 

TEFVAL, BY SEVERAL CHANGES HE HAD DESIRED. TWO SOURCES, WHO HOWEVER 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 


NOT CLOSELY LINKED WITH CONTROVERSY, TELL US GENERAL RAIMUNDEZ 
WILL NOT BE REMOVED FROM BOR, BUT WAS TOLD TO STOP MAKING WAVES. 
SOURCES MENTIONING CHANGES TO OCCUR SOMETIME IN THE FUTURE SAY THERE 
WILL HAVE THE EFFECT OF GIVING VEGH MORE CENTRALIZED CONTROL OF 
GOU FINANCES. 

3. COMMENT: WHILE CLEARLY TOO EARLY TO MAKE REALISTIC ASSESS- 
MENT, RECURRENT CRISIES OF THIS TYPE ARE HARMFUL TO BOTH 
FOREIGN AND DOMESTIC CONFIDENCE IN THE STABILITY OF GOU ECONOMIC 
POLICY. THIS IS PARTICULARLY SO WHEN RESOLUTION, AS IN THIS CASE, 

IS NOT CLEAR-CUT. WE WILL REPORT FURTHER REGARDING OUR VIEWS ON 
RELATIVE STRENGTH OF PARTIES INVOLVED FOLLOWING RESOLUTION OF 
IMMEDIATE PORBLEM. HOWEVER, THIS MAY TAKE SOME TIME SINCE CHANGES, 

IF ANY, MAY EMERGE ONLY GRADUALLY. 

4. GDS. 

SIRACUSA 
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